
National Aeronautics and 
Space Administration 
Office of the Administrator 
Washington. DC 20546-0001 

December 23 ~ 2 004 

Officials-in-rhargc of Headquarters Offices 
Direclors. NASA Centers 
Director. J ~ L  Propulsion Laboraruq 

Deputy Adi-tiinistrator 

ImplernentaIion of Cost  Management h i  tiatives 

The National Aeronautics Spacc Administration’s (S<AS-\) ability to bc1tt.r estimate 
costs for our programs am1 projects and manage within thosu cost estirnattcs i s  critical for 
building our crc-dibility and maintaining support for our efforts to implement thc 
Prpsirlmt ’.I- P”is/mjiw b‘.S .S)cire Eqdorution. A section o f the  May 2004 report from 
rhc General Ac c (3 u n  tab ili t y 0 ffi ic e ( G A 0 )+ “Lock o f D  i.ycipliTz ed C‘osi -F.stimn ling Pro ~ E S S  

Lriniiel-s L:;ffwliw Progrum Mumgvrwnt ,  I ’  caIIed into question N.\S.,l’s ability to 
accurately estimate and manage our project Costs along with the cost of’nizetiriy oiir 
psrformarice commitments. 

Over the last 2 years. NASA has developed seberal initialives tu improve cost 
estimating and management within thc Agency. The Agency’s P r o p m  Management 
Cornwittee has reviwed thesc ini!i:iti.-es acd zpproi’ed thcm c:: July 7 ,  2004. The Office 
of Manapement and Budget (OMl3) also endorsed these ini t ix  ves, and thcir 
implementation has been incorporated into OUT Budget and Performance Intczration (BPI) 
plans. Implementation of tbesc initiatives is critical if U.4S.A is to  inaintain “yrem” 
status in Budgel and Perfornzance Intega-ation as part of the President’s Managerncnt 
Agunda. Additionally. NASA concurred with thc GXO roport’s first recommendation lo 
“develop an integrated plan” for strengthening cost estimating and projcct cost 
management, and stated that NASA Procedural Requircrncnt ( W K )  7 120.5C (NASA\ 
Program and Projcct Management Processes and Requirements) would incorporate that 
plan, effcctii-e i n  carly fiscal year 2005. We understand that n’e must meet the cost 
management expectations of the ‘IJnited States taxpayer, as represcnteci bq- rhc 
recommendations of (3.40 and OMS. 

l am hcreby directing thal all cost estimating and related rnanagemciit iniriatives 
contained within the SOOII to be released draft 7120.5C be implemcntcd throuzhoui thc 
.Agency imniediatcIy. A copy of thcse initiatives can be found at ~v~~-~~- .ceh . i ius ;1 . rov .  
This imph imia t ion  of cost initiatives sliall precedc the U-PR 7 120.5C: signature 
al; thority. 



The c h f i  h2'R 71 2[1.5C requires cost estimatilig arid pi-ojt'ct cusl managemenl be 
implemented within the context of Continuous Cost-Risk Mamgcment (CCRM) that 
lbcuses on management of risky Work Breakdown Stnicturc (WBS) elements most likely 
to cause adverse cost and schedule impacts. CCRM encompasses the following: dctailcd 
project definitions (inchding technical parameters) and probabilistic, risk-based Life 
13yclc Cost Estimatcs documented in a Cost Analysis Data Requircrncnt (C.ADRe); 
disciplined cost and schedulc rebaselining; Earned Value Management for co nti nunus 
managcrnent and reportiiig of risky WBS elements; periodic updates of the CADRe for 
continual rcassessnient of  proj ect cost pcrfomiance; and end-of-proj t'ct data coIlec tion 
and storage i n  thc One NAS.4 Cost Enginerring database for cost anal,~-sis improvement. 

For ftirthcr guidance arid direction please contact Joc IIamakzr, Uirzc tor, Cost 
Aiialysis Dik isiun a1 (302) 358-2195 or by eniail joc.hamnker &wsa.noy. 

Cordially. 


